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Welcome to our Q2 2021 
edition of The Defined 
Contrarian, where our 
theme is responsible 
investment.  
Despite the very real challenges that each of 

us have faced over the past 18 months, there’s 

been little relaxation in the pace of change 

within the DC pension industry – particularly 

within responsible investment and ESG, which 

has rapidly become the main topic of focus for 

most of our clients.  

It’s been less than two years since the DWP 

(via the Law Commission) clarified trustee 

investment duties and already we’re having 

active conversations with our clients around 

positioning their governance structures and 

investment decisions in line with Paris targets 

and net zero. It’s hard to overstate this change 

and I hope it reflects, in part, the urgency of 

the task ahead of us to address the threat of 

climate change. 

It’s really important for DC governance 

professionals to identify that, over and above 

the immediate regulatory requirements, 

responsible investment presents a real 

opportunity for pension schemes to improve 

outcomes – an example of which we’ve 

included later on. 

Finally, we’re thrilled to announce our strategic 

alliance with Quietroom – a writing agency  

that helps to transform complicated 

information into meaningful comms – who  

we’ll be working with on a number of initiatives. 

To kick off this exciting new relationship,  

we’re delighted to be joined by Caroline Hopper 

as a guest contributor to this edition of The 

Defined Contrarian! 

As always, we’d welcome continuing the 

conversation with you on any of the matters 

discussed, so please do get in touch. 

It’s really important 
for DC governance 
professionals to 
identify that, over 
and above the 
immediate regulatory 
requirements, 
responsible 
investment presents 
a real opportunity for 
pension schemes to 
improve outcomes.

Jonathan Parker  
Head of Defined Contribution, Redington

EDITOR’S NOTE

mailto:Jonathan.Parker%40redington.co.uk?subject=
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INVESTING FOR NET ZERO 

Net zero: what it means and how  
to get there
Net zero. It’s everywhere – and rightly so, but 

what does it actually mean for your DC scheme 

and its members, and what should you – as 

sponsors or trustees – be doing about it?

Put simply, net zero means removing the same 

amount of carbon (and other greenhouse gas) 

emissions from the atmosphere as we put 

in. But simply offloading investments in high 

emitting companies isn’t the solution. That’s 

impractical and won’t actually eliminate the 

risk of climate change. Instead, where schemes 

want to support the transition to net zero, they 

should consider investment opportunities that 

are focused on contributing to the global shift 

towards a low-carbon economy. Reducing 

our reliance on carbon will require a huge 

investment into innovative technology and 

infrastructure, and pension schemes have the 

capital to do this. 

In practice, this means ensuring that, so  

far as possible, the funds used in your  

default strategy have the mandate to  

allocate to those companies that are essential 

to a de-carbonised world. In addition, your 

managers should be actively engaging on 

your behalf with those companies that are 

detrimental to the net-zero transition.

to avoid the climate crisis

Reducing our reliance 
on carbon will require 
a huge investment into 
innovative technology 
and infrastructure, and 
pension schemes have 
the funds to do this. 
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Investing for net zero

Ok, I understand where my scheme needs to get to, but where do I start? 
At Redington, we’re helping our clients align their portfolios with the goals of the Paris Agreement, 

achieving net zero by 2050 at the latest – the diagram below shows the steps we’ll guide each 

client through: 

Trustees of DC schemes must also think about net zero in the broader context  
of their fiduciary duties. 

Set objectives 
 

We’ll help you...  
Articulate your climate-
related objectives and 
respective metrics.

Consider 
investing in 
climate solutions 

We’ll help you...  
Where appropriate, 
explore investments 
within climate solutions 
(such as renewable 
infrastructure).

Identify options 
within existing 
toolkit 

We’ll help you...  
Assess the effectiveness 
of your managers’ 
climate-related 
stewardship capabilities 
and consider options 
for aligning current 
funds with your climate 
objectives.

Measure 
your progress 
 

We’ll help you...  
Monitor progress 
versus your pre-
agreed objectives  
and metrics.

At Redington, we’re helping our clients 
align their portfolios with the goals of 
the Paris Agreement, identifying the 
right emissions reduction pathway for 
each scheme, in line with their wider 
investment objectives. In doing so,  
we can help you translate your climate 
beliefs into measurable objectives, work 
with your managers to ensure they’re 
actively engaging on your behalf and 
explore innovative ways of investing in 
carbon solutions. So, if you’re looking to 
set a net zero default strategy, please  
get in touch. 

so what?

mailto:jonathan.parker%40redington.co.uk?subject=Net%20Zero%20-%20Defined%20Contrarian%20Q2%20correspondence
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The TCFD are paving 
the way for asset 
owners to better 
manage, and disclose, 
their climate-related 
risks and opportunities 
through its framework.

TCFD: what you need to do and why
If net zero is the goal, the Task Force on 

Climate-Related Financial Disclosures (‘TCFD’) 

is Raheem Sterling (I assume I’m not the  

only household that’s been taken over by  

the Euros?!). 

With the upcoming COP26 Summit to be held 

in Glasgow this November, the criticality of 

addressing the threat of climate change will 

be brought to the forefront – and Pensions 

Minister Guy Opperman is clear about the role 

of pension schemes in this battle. He’s calling 

for “pensions to be safer, better and greener” 

and sees tackling the threats posed by climate 

change as a key priority for trustees.

To assist with this, the TCFD are paving the way 

for asset owners to better manage, and disclose, 

their climate-related risks and opportunities 

through its framework (see table opposite), 

which was adopted as a formal regulation by 

the DWP back in June 2021. The objective of 

which is to ensure that climate change – which 

poses both a financially material risk as well as 

an opportunity for pension schemes and their 

members – is governed effectively.

The requirements

Governance Establish and maintain a governance 

structure for the oversight of climate-

related risks and opportunities. 

Strategy Identify and assess climate-related risks 

and opportunities and undertake climate 

scenario analysis. 

Risk 
Management

Establish processes to identify, assess, 

and manage climate-related risks and 

ensure this is integrated into overall risk 

management. 

Metrics & 
Targets

Calculate a minimum of three climate-

related metrics in relation to the scheme’s 

assets on an annual basis and set a target 

in relation to at least one.

BUILDING A RESILIENT PENSION SCHEME
one framework at a time
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Building a resilient  
pension scheme

Once completed, schemes much publish an 

annual TCFD Statement which:

•   Demonstrates how these requirements have 

been implemented. 

•   Discloses any risks identified and the results 

of your scenario analysis. 

•   Illustrates your scheme’s performance against 

its chosen metrics and targets. 

We think schemes should write their TCFD 

Statements in as clear, plain and simple  

a manner as possible. Whilst you’ll need to 

include information that satisfies the needs 

of the regulations, the risk is that TCFD 

Statements become yet another text-heavy, 

impenetrable document that no members 

read. And if no members read your Statement, 

can you really say, hand on heart, that your 

scheme has effectively demonstrated the work 

it does on its members’ behalf and how you’ve 

managed the climate risks they alone bear?

In terms of delivery, our experience tells us 

that the pandemic has accelerated members’ 

willingness to find out more about their 

retirement savings online, so it’s important 

to think about where you’ll make your TCFD 

Statement available, as well as what goes into it.

...it’s important to 
think about where 
you’ll make your TCFD 
Statement available, 
as well as what goes 
into it.
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Building a resilient  
pension scheme

When does my scheme need to be compliant by?

If…

You need to meet 
the climate change 
governance 
requirements from

And Publish your 
first TCFD Report 
within

…on the 1st scheme year end to fall on  

or after 1st March 2020 your scheme:

•  Has relevant assets over £5bn, or

•  Is an Authorised master trust, or

•  A Collective DC scheme

1 October 2021 

7 months of scheme 

year-end underway 

on 1 October 2021

…on the 1st scheme year end to fall on  

or after 1st March 2021 your scheme:

•  Has relevant assets between £1bn – £5bn

1 October 2022

7 months of scheme 

year-end underway 

on 1 October 2022

so what?
We appreciate that these seemingly 
endless regulations can get a little 
overwhelming, so we’ve created a 
roadmap to help you meet your TCFD 
duties. If you need any support in 
aligning with the TCFD recommendations 
or producing a Statement that satisfies 
the regulatory requirements whilst 
helping you engage with your DC 
members, please get in touch. 

https://redington.co.uk/publication/the-road-to-tcfd-alignment/
https://redington.co.uk/publication/the-road-to-tcfd-alignment/
mailto:Jonathan.Parker%40redington.co.uk?subject=


At Redington, we  
think there will be 
a growing appetite 
among DC schemes  
for impact investing...
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USING YOUR ASSETS TO MAKE AN IMPACT 

Impact investing and its role in  
DC schemes
Whilst climate change is currently at the top 

of the agenda – given the immediate threat 

and regulations to encourage schemes to take 

action – we shouldn’t ignore the need to use 

pension scheme capital to positively affect 

wider environmental, social and governance 

issues too.  

At Redington, we think there will be a growing 

appetite among DC schemes for impact 

investing since, as Quietroom discuss later on, 

it’s a great way to further engage DC members 

with their savings.  

But what is impact investing, and how does it 

differ from ESG? 

investing for positive change



The UK’s total stock 
of affordable homes 
hasn’t risen in 20 years, 
despite huge increases 
in population. 
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ESG is typically concerned with the operations 

of a business, whereas impact investing is 

related to its output.

Impact investing is made with the intention of 

generating a measurable and beneficial social 

or environmental impact alongside a financial 

return. One example that we believe can 

provide a meaningful impact is social housing, 

which provides net additional accommodation 

to those with a housing need, typically the 

most vulnerable in society. 

There’s a range of strategies that sit under 

the social housing umbrella: from those that 

provide access to affordable housing, to those 

that target more specialist social issues such as 

assisted living, asylum seeking, homelessness, 

or child services. 

In 2011 there were no strategies investing 

in UK Social Housing, but over the past five 

years there has been a substantial increase in 

investor interest. By 2020, when Big Society 

Capital completed a search for social housing 

strategies, it found 19 managers who were 

looking to raise c.£10bn in capital.

The UK’s total stock of affordable homes  

hasn’t risen in 20 years, despite huge increases 

in population. And, while the government  

has announced various measures to boost  

the creation of affordable homes, including 

a £1.7bn social housing deal for 23,000 new 

homes in 2018 – the need still substantially 

outweighs supply (see chart). So capital is 

needed, and fast. 

Using your assets  
to make an impact

Affordable homes completions

Affordable homes waiting list
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According to Big Society Capital, social 

housing funds attributed to 42% of the social 

investment market, which was estimated to be 

worth £5.1 billion at the end of 2019. 

Implied 27yr 
   backlog
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So, there’s clearly a need for capital 
but is this an attractive opportunity for 
investors? 
Redington’s Manager Research Team have 

researched the social housing universe and 

identified several strategies that we believe 

pose attractive investment opportunities for 

pension schemes. Although there are very real, 

DC-specific considerations that need to be 

worked through in allocating to this asset class 

(particularly around fees and liquidity), with the 

work being undertaken by (amongst others) 

the Productive Finance Working Group and the 

FCA on the Long-Term Asset Fund, these can 

be overcome by persistence and collaboration 

with platform providers.

We believe that an allocation to social housing 

has the potential to offer a real-world impact 

whilst providing both diversification benefits 

and attractive long-term financial returns, even 

when accounting for fees. 
If you’d like to discuss the opportunities that 
exist within social housing for your scheme, 
please get in touch. Or, for a more general 
overview of the asset class, check out our:  

so what?

Using your assets  
to make an impact

Blog Webinar recording

mailto:Jonathan.Parker%40redington.co.uk?subject=
https://redington.co.uk/the-case-for-social-housing/
https://redington.co.uk/the-case-for-social-housing/
https://us02web.zoom.us/rec/share/gP-7bqIX3eVwTbXvsUgHnIUfSDUMPkzhQxm2S5dLXsQe2PRgHR9A63bN4I6agFD1.dRqV7SXhh42kifFf
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YOUR PENSION CHOICES WILL SHAPE 
THE WORLD YOU RETIRE INTO

By Caroline Hopper, Quietroom

Pension comms are forever asking us to 

imagine the future, so we can plan for it. But 

most of us can’t or don’t want to think about 

the future in detail. We’re too busy living and 

there’s already so much to think about.

To make pensions relevant, we have to connect 

tomorrow and today with a steel thread. 

We won’t do that simply by asking people 

impossible questions, like “how much money 

will you need in 30 or 40 years from now?” or 

offering inoffensive stock photos of smiling 

pensioners in white linen walking on beaches.

But what if our starting point is the world we 

live in today? We don’t have to imagine that: 

it’s here right now. What if the things that are 

happening in our house, on our street and 

in our cities can form the steel thread that 

connects us to that unimaginable future?

There’s enormous power in realising that our 

investment decisions will shape that world, 

whether we like it or not. What opportunities do 

we want our kids to have? Are we happy to put 

our money into investments that could result 

in more zero-hour contracts, say, or unchecked 

pollution and racial injustice?

We are all, through our investment decisions, 

feathering the beds we will lie in. Right now, 

members are starting to realise that their 

DC pensions make them investors. And as 

investors we have power, individually and 

collectively, to shape the world that we – and 

the people we love – will retire into.

making pensions relevant today

...as investors we have 
power, individually and 
collectively, to shape 
the world that we – and 
the people we love – 
will retire into.
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Your pension choices will shape 
the world you retire into

Engagement goes up when pensions are 
relevant to our lives today. So here are 4 tips 
for making that connection:

1. Show people what their money is doing
  Talk about here and now. Tell people that 

their money is invested. Explain that this 

means they basically own a tiny bit of 

lots of companies. Tell them that those 

companies are building the world that we 

live in and will retire into. Explain your role 

in investing their money, and tell members 

how powerful they can be.

2.  Give examples of real things  
investments build

  Pension money builds roads, hospitals and 

as we mentioned on pages 8 to 10, Social 

Housing. Right now, it’s helping combat 

coronavirus: it’s funding testing, research 

and vaccines. It might be helping the world 

transition away from fossil fuels. So spread 

the good news.

3.  Talk about recognisable companies, not 
abstract percentages

  Assume intelligence, not knowledge. Your 

audience doesn’t know what you know, but 

they can follow what you tell them. So don’t 

stop at messages like ‘your money is 70% in 

equities’. Move quickly to what that means, 

such as ‘companies like Apple and BP’. 

Tell people what those companies are 

doing with that money. Once you’ve done 

this, it’s easier to explain everything else, 

like market volatility, downturns, risk  

and return.

4. Invite members to ask you questions
  People care about their pension money 

when they know what it’s actually doing. 

They might even want to talk to you about 

it. So, tell them how to get in touch with 

you. Use the channels your audience uses 

elsewhere in life, if you can – whether that’s 

email, WhatsApp, Zoom, or something else. 

And if you don’t know what your members 

like, ask them.

An earlier version of this article appeared at 
quietroom.co.uk/blog

http://quietroom.co.uk/blog
http://quietroom.co.uk/blog
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WANT TO HEAR MORE  
OF OUR THINKING?

Navigating new climates: the road  
to TCFD-alignment

Retirement is like modern art...

Redington’s 2020 Stewardship Report

Thoughts From The Loft July 2021

The case for social housing

Using Technology to drive better 
member outcomes

https://redington.co.uk/publication/the-road-to-tcfd-alignment/
https://redington.co.uk/retirement-is-like-modern-art-dont-feel-guilty-for-not-understanding-what-its-supposed-to-be/
https://redington.co.uk/publication/redington-stewardship-report-2020/
https://redington.co.uk/publication/thoughts-from-the-loft-july-2021/
https://redington.co.uk/the-case-for-social-housing/
https://redington.co.uk/ford-campaign/
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Want to discuss further?  
Get in touch with us

Maggie Kearney
Director | Defined Contribution

e: Maggie.Kearney@redington.co.uk

Jonathan Parker 
Head | Defined Contribution

e: Jonathan.Parker@redington.co.uk

Redington
Floor 6, One Angel Court, London, EC2R 7HJ 
t: 020 7250 3331  e: info@redington.co.uk  w: redington.co.uk

Paul Enderby 
Senior Vice President | Defined 
Contribution

e: Paul.Enderby@redington.co.uk

Keillian Tai 
Vice President | Defined Contribution

e: Keillian.Tai@redington.co.uk

Grant Gwynne 
Associate | Defined Contribution

e: Grant.Gwynne@redington.co.uk

This Market Communication will be provided to clients as Minor Non-Monetary Benefits and not for the purpose of providing unsolicited research. Nothing in this communication is intended to create any fiduciary obligation above 
that is required by regulation. Any trading or investment decisions you take are solely in reliance of your own analysis and judgement. Unless indicated, these are the views of the author’s and may differ from those of the firm. While the 
information may be based on or have been obtained from sources believed to be reliable, we do not represent this is accurate or complete and we may not update this information. Reproduction or redistribution of this information is 
prohibited except with written permission from us. In the UK, this communication is directed to those persons who are professional clients and eligible counterparties (as defined by the Financial Conduct Authority) only. 
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